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DURATION 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
 
Please answer any 5 out of 6 questions. 
Make sure you answer according to the allocated mark for each question 
 
EXAM CONDITIONS 
You may begin writing from the commencement of the examination session.  The reading time indicated above is 
provided as a guide only. 
This is a CLOSED BOOK examination 
Any calculator is permitted 
No handwritten notes are permitted 
No dictionaries are permitted 
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Answer Questions 
Total Marks for this Examination: 50 
 
The questions should be answered in the Answer Booklet provided 
Answer any 5 out of 6 questions 
Marks for each question are indicated. Suggested Time allocation for Examination: 180 Mins 
 
 
Question 1 (10 Marks) 
A. What is the impact of the qualitative characteristic of 'materiality' on the preparation of the 
financial statements?                                              3 Marks 
B. Discuss whether an accountant should take on an appointment outside his or her area of 
expertise.                                                                                     3 Marks 
C. Illustrate with an example the difference in the format of the equity section of the balance sheet 
between a sole trader, partnership and company.                                                             4 Marks 
 
Question 2 (10 Marks)  
A. Choose appropriate account names and demonstrate the dual effect that occurs when the 
following business transactions take place. For example, in (a) we would increase cash $14 000 
and increase capital $14 000. 
i. Sam Major commenced business by contributing $14 000 cash. 
ii. Received $7000 income for services performed. 
iii. Paid telephone account $191. 
iv. Sam Major withdrew cash from business $800. 
v. Purchased office stationery on credit $1 900. 
vi. Cash sales $700 
vii.    Credit sales of $610 
viii. Sam Major withdrew office equipment from business $2 000 
ix.    Sam Major negotiated with possible business partner to contribute $50 000 as a silent 
partner to the business.       
x. Sam Major purchased meal for his partner’s on his personal credit card.                                                      
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B.  From the following account balances of Graduant as at 31 December 2016, prepare a balance 
sheet in both the T-format and the narrative classified format. Note: You will need to determine the 
balance of the retained earnings. 
 
                                 5 Marks 
Question 3 (10 Marks) 
A. In its first year of operations, Benson Pty Ltd earned $160 000 in services revenue, $24 000 of 
which was on account and still outstanding at the end of the reporting period. The remaining 
$136 000 was received in cash from customers. The company paid expenses of $40 000 in 
cash. Included in the $40 000 paid is $15 000 for insurance coverage that will not be used until 
the second year. Additionally, there is $22 000 still owing on account at the end of the reporting 
period.  
Required 
i.  Apply cash accounting to calculate the first year profit of Benson Pty Ltd. 
ii.  Apply accrual accounting to calculate the first year profit of Benson Pty Ltd. 
                                                                               5 Marks  
B. Compute the cash from operations in each of the following cases (A and B). All sales and 
purchases are made on credit. 
                                                                                               
     5 Marks                                                                                 
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Question 4 (10 Marks) 
 A. As production manager for a hoodie manufacturing company, how would you react regarding 
your inventory levels in the following circumstances? 
i. Continual breakdowns in the machine used to weave the fabric for the hoodies 
ii. Unreliable out-sourced final colouring of the hoodies 
iii. Reduction in interest rates 
iv. Unreliable supplier of fabric for the hoodies                                                                  
                                                   5 Marks   




Analyse and compare the liquidity, solvency and profitability ratios of the entities. 
             5 Marks 
Question 5 (10 Marks) 
A. Greenacres is a garden design and landscaping business. At 30 June 2018, it had a bank 
balance of $26 500. Provided below are estimates for receipts and payments for the three 
months ending 30 September 2018. 
 
Required 
Prepare a monthly cash budget for the three months ending 30 September 2018. 
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B. For each of the following independent situations, calculate the break-even point in units. 
i.  Variable cost per unit of $3, annual fixed costs of $85 500 and selling price per unit 
of $9. 
ii.  Variable costs per unit of $10, annual fixed costs of $126 400 and selling price per 
unit of  $20. 
iii.  Variable costs per unit of $20, annual fixed costs of $81 300 and selling price of $23.       
                                                                                                           5 Marks 
Question 6 (10 Marks) 
A. Sheldon Manufacturing estimates the following activity for the coming year: 
• expected production 10 000 units 
• expected direct labour hours 10 000 hours 
• expected manufacturing overhead $100 000. 
Manufacturing overhead is allocated on the basis of direct labour hours. At the end of the 
financial period, the following information was collected: 
• direct labour hours 9000 hours 
• manufacturing overhead $120 000. 
Direct labour costs were $30 per hour and there was no direct labour cost variance. 
Required 
Calculate the predetermined manufacturing overhead rate at the beginning of the year.  
                                                    5 Marks  
B.  A division has profit of $40 500, sales of $495 000 and an investment base of $225 000. If the 
required charge for capital is 18 per cent, determine: 
i. the profit margin 
ii. the asset turnover 
iii. the return on investment 
iv. the relationship between the three measures in parts (a) to (c) 
v. the residual income. 
                     5 Marks 
